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DAIRY INDUSTRY RELIEF IN AUSTRALIA 


by 


Bee W. Gaunnite*-and b. dd. Stéck** 


Foreword 


Since the close of the World War the dairy industry in a large 
number of countries, and particularly in the surplus dairy producing 
countries, has become the subject of a growing amount of legislation 
and of collective or group action, designed to improve the status of 
dairy producers. The apparent need for such action has been accentu- 
ated in more recent years by the decline in world prices for dairy 
products due to the limited number of import markets and to the decreas- 
ing quantities of dairy products taken by these markets, with the excep- 
tion of the British market, and to the increasing output and exports 
by the exporting countries, particularly New Zealand and Australia. 

A contributing factor has been the decline in the general price level 
associated with the business depression. This paper describes the 
various measures adopted in Australia in recent years with reference 
to the dairy industry. These measures have involved a degree of group 
control that is somewhat unusual among agricultural relief plans. In 
order that these activities may be better comprehended, some space is 
devoted to a description of the dairy industry in that country. 


* Chief, Dairy Section. rei, a. 
** Associate Agricultural Economist, Dairy Section. 
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The Dairy Industry in Australia 


Dairying is the third most important agricultural industry in 
Australia. . In value of output it is exceeded only by the sheep and . 
wheat industries. In 1932-433 the value of all’ dairy products produced, 
including bacon and ham, amounted to 24,182,167 Australian pounds 
($95,210,705 at the average April 1936 rate of exchange).1/ In the 
same year the value of the output of wool, mutton and lamb amounted. 
to 48,095,249 Australian pounds ($189,361,961), while the.value of the 
wheat crop amounted to 33,316,000 Australian pounds ($131,.173,000). 


‘In the value of primary products exported in recent years, the dairy 


industry also ranks third, being exceeded by the sheep and wheat 
industries. Exports of butter and cheese from Australia in 1932-33, 
valued at 9,584,749 Australian pounds, constituted 9.3 percent of the 
value of the total exports from the country.e/ 


The dairy industry in Australia is most developed in the coastal 
districts of New South Wales and Victoria. (See map). Almost two- 
thirds of the dairy cows of the country are located in these States. In 
the former the greatest development is to be found in the northern half 
of the State in the coastal belt.3/ This area has a heavy summer rain- 
fall. In the south coastal district of the State the rainfall is practi- 
cally uniform throughout the year. In the inland districts, which receive 
considerably less rainfall, dairying is carried on in connection with 
wheat farming and sheep raising. 44/ In Victoria dairying is also most 
prominent in the coastal belt. Here rain is had the year round though 
the heaviest precipitation occurs in the winter.5/ As in New South - 
Wales dairying is also carried on in the arid regions of the State, 
while some development has taken place in recent years in the irrigation 
districts of what is known as the Goulburn Valley.6/ 


Dairying in Queensland is carried on as far north as Latitude 16° 

South under sub-tropical climatic conditions. Refrigeration and scienti- 
fic methods in manufacture have made possible the successful development 

of dairying in this area, notwithstanding the warm climate.7/ In South 
Australia the dairy industry is not highly developed due to the prolonged 
dry summer season prevailing in this State. In recent years dairying has 
been established on the poor land of the coastal districts and, under 
irrigation, on the swamp land of the Murray River.&/ In Tasmania dairying 
is practiced in the lowland regions of the State, which receive adequate 

1/ Commonwealth Bureau of Census and Statistics, Official Yearbook of the _ 
Commonwealth of Australia, p. 613, 1934. 
2/ Ibid., pp. 267-612. 
3/ Wadham, S. M., "Dairying and Other Rural Industries", Annals of the 
American Academy of Politic=l and Social Science, p. 58, November 1931. 

yy Taylor, Griqiicth, "Aoricultural Regions of Australia", Economic Geo- 
graphy 6(3); 232, July 1930. i aah yan 
57 Wadham, S. M., op. cit., p. 5S. 
6/ Ibid. - 
T/ Ruddick, J. A. , Dairying in New Zealand and Australia, Dominion of 
Canada, Detertuant of Agriculture, Bulletin No. 34, New Series, pelo, 1925. 
8/ Report of (Australian) Federal Dairy Investigation Committee, The Dairy- 
ing Industry in Australia, Vol. 1, Farm Production, p. 18, 1930; and Wadham, 


S- M., op. cit., p. 58. 
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rainfall, The highlands receive an excess amount of precipitation which 
renders them unsuitable for dairying.9/ The industry is small in this 
State and in 1932 had only 87,854 of ‘the 3,101,00%. dairy cows existing 
in Australia in that year.10/ on pge Brg 


The dairy industry in Western Australia is also small and some dairy 
products hawe to be imported from other States to meet the néeds of the 
population. The long dry summer season affecting most of the State and the 
poor soil in areas where the climatic conditions are at all favorable have 
been natural obstacles to the development of dairying.11/ Such. development 
as has taken place has been mainly in the southwest corner of the State and 
most of the 114,022 dairy cows in the State in 1932 were in this region. 


The outstanding characteristics relating to the dairy industry in 
Australia generally are the mild warm climatic conditions under which, with 
only minor exceptions, dairying is carried on, and the recurrent periods. of 
dry weather which affect a considerable portion of the land at present de- 
voted to dairying, though this land includes the most abundantly and uniformly 
Watered area of the continent. As a result of the favorable climatic con- 
ditions, the prevailing mode of dairying is to allow the milking herds to 
graze in the open throughout the year.12/: In most dairy. areas sufficient 
pasturage is normally available in every season of the year to supply the. 
needs of dairy cows, while in other areas, particularly in the arid regions 
subject to long dry seasons, wnere dairying is a lesser source of income, 
grazing is supplemented by hand feeding in the fiélds. Dairy cattle are 
not normally housed in Australia though in areas experiencing colder 
temperatures protection to cattle is afforded during the winter season 
through "rugging" or tree shelters.13/ The effect of these conditions is 
Clearly to lower the cost of production of milk and dairy products in 
Australia relative to costs of production under intensive methods of 
dairying. 


The most serious natural difficulties which affect the dairy industry 
in Australia as a whole are related to the recurrent dry seasons. These 
Cause violent fluctuations in production from year to year and have had 
particularly marked effects on the volume of surplus supplies available 
for export to foreign countries. In the past these fluctuations have had 
unfavorable effects on the development of export markets. The droughts of 
importance in this consideration must be distinguished from the permanent 
dry conditions prevailing over one-third of the Australian continent and 
from the regular seasonal period of relatively little rainfall affecting 
another half of the continent, As indicated above, the dairy industry is 
concentrated mostly on the well-watered eastern and southeastern coastal 


St een pene pr ep ee peppey—n ee pe 


Of Dastlor, Griffith, "The Natural Resources of Australia", Studies in 
Australian Affairs, p, 24, 1928. ie 

10/ Official Yearbook, op. Cie. GLO, oss 

1l1/ Report of Federal Dairy Investigation Committee, op. cit., p. 19. 

le/ Official Yearbook, Opywelt <5) Dwele, eo sue . 
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belt, and it As the recurring low rainfall in this region that is of 
significance to the dairying industry. Because of thie denendence of the 
industry on pastures for feed, an abnormally low rainfall during any 
season is likely to reduce production materially. 14/ 


Droughts in the past have not only resulted in a reduction of 
current production but have also resulted in a serious depletion of dairy 
cattle numbers. In Queensland serious droughts occurred in 1915, 1923, 
and 1926, while lesser droughts occured in 1918, 1919, and 1922,15/ 
Production in New South Wales was seriously affected by drougaAt in 1915, 
1918, and 1919, and somewhat less affected in 1922 and 1923. In general, 
"the incidence of bad seasons is fairly uniform throughout the Common- 
wealth (except in Western Australia) although it varies in intensity."16/ 


In recent years attempts have been made to ameliorate the effects 

of dry weather by provision. for and conservation of larger supplies of feed- 
stuffs. The Federal Dairy Investigation Committee in its report in, 1350 
stressed the importance of increased production of fesdstuffs as a means of 
insurance against bad seasons and deficient pastures.17/ Theretofore the 
growing of supplementary feédstuffs in the specialized dairying areas had 
not been genewal. Even where such were produced the proper methods of 
storing these for a period of years presented some difficulties, while at 
he same time producers have been hesitant to make the necessary expendi- 
tures. In some areas, notably the coastal areas of Queensland and northern 
New South Wales, the production of hay appears to be difficult because of 
Climatic conditions.18/ 


Because of the dependence on pastures, efficient management and im- 
provement of pastures is being empnasized. Considerable attention is be- 
ing paid to top dressing, the mechanical treatment of pastures, and the 
introduction of suitable grasses and clovers. The latter appears to require 
research and experimentation in view of the variable climatic conditions in 
Australia. The deficiency of the soil in minerals, mainly in phosphates, 
particularly in the southern dairy regions, is now recognized.19/ 


Other factors characterizing the dairy industry in Australia are 
(1) the extension of governmental aid with respect to the use of purebred 
bulls in breeding, (2) the increasing use of machines in milking, (3) pro- 
ducer control of the manufacturing and marketing of dairy products, and (4) 
the widespread regulation of the dairy industry with respect to sanitary 
standards. he use of purebred bulls has been encouraged through the 


14/ Report of Federal Dairy Investigation Committee, OD Mel Ware 1D oe 
ANY Meteo ale * shee ig 

LO eis5 p.) 27; 

Oe oe pe. 10829. 

18/ Ibid. 
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payment of subsidies or the extension of other aid by the varioug Australian 
States.20/ In Queensland, a subsidy not to exceed 50 percent of the pur- 
chase price or 50 Australian pounds ($197 at the average April 1936 rate of 
exchange), whichever is greater, has been vaid to approved purchasers of 
purebred bulls since May 1926. The purchaser receiving this benefit payment 
"is required to make it available for service at a fee not exceeding 10 
shillings ($1.97) per cow". In New South Wales the government maintains 
purebred herds from which young bulls are sold to producers. The Victorian 
Government also maintains purebred herds from which bulls calves are sold to 
producers, subsidizes the sale 6f bull calves from privately maintained 
herds, and subsidizes herd-testing associations. A subsidy amounting to 

60 percent of the purchase price of production-bred bulls but not exceeding 
50 Australian pounds (approximately $118) is paid in South Australia from 

a fund derived from a license fee levied on all bulls located in certain 
districts. Producers receiving this subsidy are required to make the bulls 
available to other producers at a rate of 10 shillings per cow. A subsi- 
dization scheme is also in operation in Tasmania involving a payment of 50 
percent of the purchase price based upon a fixed scale of prices. Producers 
in Western Australia receive a government subsidy in the purchase of pure- 
bred bulls and are further aided through the extension of credit on favor-— 
able terms.21/ | 


According to the Federal Dairy Investigation Committee the use of 
milking machimes in Australia is increasing rapidly, finding particular 
favor with producers who have large dairy herds.22/ The fact that 
Australia is a newly developed country and has a small population relative 
to the amount of land under cultivation stimulates a high degree of 
mechanization in agriculture. From 2) to 50 percent of the milk cows in 
Victoria, New South Wales, Queensland, and Tasmania are milked with milking 
machines. In South Australia and Yestern Australia, milking machines are 
used extensively on large specialized dairy farms, However, considerable 
prejudice prevails against the use ‘of milking machines and in some instances 
factories do not permit their patrons to use them. This prejudice is due 
to the belief that milking machines have been a carrying agent in the dis-— 
semination of mastitis among milking herds. The use of milking machines is 
believed also to have resulted in the production of low quality cream. 


The high degree of collective Control by producers of the manufac- 
ture and distribution of dairy products is a conspicuous feature of the 
dairy industry in Australia. Fully 95 percent of the butter output is 
produced either in cooperative creameries or on farms and only 5 percent 
by proprietary factories.23/ In fact, it isdin the fiesargr dairying 
that producer cooperation in Australia has found its initial and greatest 
20/ Ibid., pp. 65-69, 

OU ovat op. 6Ss 
eo (pitioie. 2p. Bh: 
23/ Harris, HR. L., The Economic Resources of Australia, pepe yeioy ane calles 
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development .el/ Cooperative efforts among the -dairy producers in Australia 
include the production, processing, and distribution of dairy products, 

both in the home and in the export markets, including the local distribution 
of milk for fluid consumption.25/ 


An interesting feature in the development of agricultural cooperation 
in Australia has been the establishment, since 1922, of compulsory State- 
sanctioned cooperative pools in Queensland, a form of organization now found 
in other Australian States and also in other countries. The basis of these 
pools is to be found in a statute entitled, "The Primary Products Pools Act 
of 1922",26/ under the terms of which provision is made for the organization 
of any commodity pool when such receives the aperoval of two-thirds of the 
interested producers voting on the question. The management of the pool is 
vested in a marketing board, consisting of representatives elected by the 
producers, together with one representative appointed by the government. 

The first butter pool was organized.in 1925, upon the favorable votes of 75 
percent of the producers affected, and was. renewed in 1928 and again inel95l 
Without opposition.27/ Other marketing pools organized in Queensland have 
also been successful and compulsory cooperation is now an accepted mode of 
disposing of agricultural products in that State, As early as 1924, one 
writer commented as follows: "Voluntary cooperation is in Queensland deemed 
to be an anachronism and quite out of date."28/ 


Legislation with respect to agricultural cooperation in other Au- 
Stralian States varies, but, as indicated, cooperative control of processing 
and marketing of dairy products is widespread, 


Regulation of the dairy industry in Australia, with reference to super- 
vision of production, is maintained by the various States, and, with reference 
to supervision of exports, by the Australian Government. State regulations, 
especially those of the principal dairy States - New South Wales, Victoria, 
and Queensland — are practically uniform. All buildings used in the handling, 
processing, or storing of milk or milk products must be registered and in 
certain instances must receive the approval of the authorities. Inspectors 
are authorized to enter such premises and to examine the equipment, the 
ingredients, or the finished products, as the case may be, In the construc- 
tion of new buildings, inspectors may specify the dimensions and the type 
of material to be used. They are also authorized to condemn any dairy 
product or ingredient, any premises used in the production or handling of 
dairy products, or any equipment found to be unsanitary. The location of 
dairy buildings, type of construction, and materials used must receive the 
approval of authorized officials. Cream must be graded, while mixing or 
blending the various grades as cream or butter is prohibited.29/ 


—_—— + 


ee 


eu/ Madldon, PR. §F., "Cooperation and Welfare in Industry", Annals OL 
the American Academy of Political and Social science, p. 189) Nov. 1931. 
25/ Commonwealth Bureau of Census and Statistics, Official Yearbook of the 
Commonwealth of Australia, p. 581, 1924. 
26/ Beasley, F. R., Open Market Versus Pooling in Australia, p. 15, 1928. 
27/ Yearbook of Agricultural Cooperation, p. Wh 1933. 
28/ Agricultural Cooperation in the British Empire, p. 49, 1925. 
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No dairy products may be exported from the country without being 
inspected, graded, and marked. Butter is required to be kept at a temper- 
ature of 15 degrees for 72 hours before shipment overseas and must not be 
higher than 25 degrees under a three-minute test at the time of loading. 
Cheese must be kept at a temperature between 38 and 48 degrees. 30/ 


Certificates are issued for all butter graded. his facilitates 
transactions since purchases can be made on the basis of the certificates 
issued without further inspection or grading. . 


ah 
Development of the Dairy Industry in Australia 


Although dairy products were exported at least as early as 1836 
from New South Wales to the neighboring colony of Tasmania,31/ the dairy 
industry. did not enter upon its present stage of development until the 
last two decades of the nineteenth century. Several factors operated to 
stimulate the industry at that time. In 1881 the cream separator was intro- 
duced into New South Wales; in 1886 into Victoria. In 1844 the. cooperative 
factory system was established in New South Wales. This was followed by 
the introduction of pasteurization in 1889, the Babcock test in 1892, and 
refrigeration in about 1893. The latter made possible the export trade in 
butter, which was further stimulated, in the case of Victoria, by the pay- 
ment of an export bounty by the government. gap 


Growth of the industry in the other colonies rapidly followed its 
development in New South Wales and Victoria. A special effort was made 
by the Queensland Government to encourage the development of the industry 
in 1888. The first cheese factory in that colony was established in 1893, 
and the first butter factory of importance in 1895. Adoption of scientific 
methods of dairying began in 1888 in South Australia through the assistance 
of the government .33/ Growth of the dairy industry in Tasmania and Western 
Australia has been slow, and, as shown above, is only slightly developed 
at the present time. 


The number of dairy cows in 1891 in New South Wales was 343,000; in 
Victoria, 406,000; in Queensland, 120,000; in South australia 80,000; in 
Tasmania, 34,000; and in Western Australia 10,000.34/ By 1932 these had 
increased to 1,068,605 in New South Wales, 887,996 in Victoria, 792,943 in 
Queensland, 149,172 in South Australia, 87,854 in Tasmania, and 114,022 in 
Western Australia. (See table 1.) The total number for the six States in 
1952 was 3,100,592 35/ which amounts to 471 dairy cows per 1,000 of the 
Ibid. | 
31/ Revort of Federal Dairy Investigation Committee, OD + wiley a Deane as 

Prior to 1901 the various States now comprising the Gommonwealth of 
Australia were separate colonies of Great Britain. 
/ mubid.. pp. 131i, 
/ Ibid. see ia 
* Report of Federal Dairy Investigation Committee, The Dairying Industry 
of Australia, op. cit., p» 14, |; Ae 
35/ In 1932 there were also 411 dairy cows in the Federal Capital Territory 
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and an unknown, though undoubtedly small, number in the Northern Territory, 


which includes Central and North Australia. 
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Table 1. Number of dairy cows (in milk and dry) in 
Australia, by States, 1909 to 1932 1/ 
As of _ New South Western 
December: South Victoria: Queens-' Austra- : Austra- ‘Tasmania : Six 
gl 2/ i wales 3/0" OF Seed eae ae mee Con States 
: Number Number Number +: Number Number’: Number : Number 

1909 755,885: 625,063: 333,839 : 110,757: 29,176:  50,996:1,905, 716 
LOLO 826,443 | 668,777: 365,444 119,628 : 30,785: 52, 966: 2,064,043 
he a 855 , 926 : 699,000 357,095 121,803: Oi a (a 56, 858: 2,118, cial g 
Loi 821,298 : 655,939: 375,660 114,734: et ole 60, 160: a Ooe, Low 
1913 789,474: 656,080: 391,439 107,879: 30,680:  59,380'2,034,932 
1914 762,000, G10,517: 287,311 $1,181! 28,106: 51,229: 1,0R7eger 
1915 743,058: 451,008: 335,243 8,515: 28,342: 47,540'1,683, 706 
1916 742,544: 488,086: 343,311 S6,eir "ms Wes 9 5859p] 746 562 
a7 776,662: 534,388: 399,508 96,661: 37,979:  59,910:1,905,108 
1918 elo, 20 1598, 07o. *281 505°! WOasesO" W4e lean’ 640577 M7908, 68 
1919 697,140: 623,652: 373,146 LOGyISa- 42,995" “64,0731 907-986 
1920 757,534: 620,005: 448,634 : 117,536: 47,719:  63,681!2,055,109 
1921 815,579: 719,473: 554,208 131,054: 53,828: 68,595:2, 343,737 
1922 796,957: 794,898! 563,683 135,450: 58,387: 69,991:2,419, 366 
1925 784 ,424 + (Oa, Les Ole, ocd 136,438 : Ol ooa. 70,497 '2, 304, 269 
1924 Beoebor 760,207 : 584,886 133,619 : 60,882! 70,073 (2,435, 224 
1925 840,930: 727,940: 611,426 : 127,670: 63,008: 70,382:2,441, 356 
1926 835,816: 673,089: 555,519 118,461 : 64,528 : 674457 12, ble 7870 
Ear B41 (418 « 626,139: 576,307 Coser 66,878 : 66, 9021c ;c6or20L 
1928 858,119. 615,092: 636,967 107,145: 65,090 : 68,079 12,344, 492 
L929 913,555 + 619,416: 680,577 104,255 | 74., 223 § “es 235 >), 464,261 
1930 Oo8 3. Foo? a2 724 os Oe 672 | 85,755 | 76,825 '2, 630,416 
Weekes iz Ue 947 | ULOT OORT 2 Oe BOL TOP 56 Tesco: Bl, 800 12,880, 629 
1932 "1,068, 605: 887,996: 792,943 Tae, We MENS O22 “gr teb4+s 100 1592 


Data for 1909 to 1928 from Report of Bederal Dairy Investigation Committee, 
Dairying Industry of Australia. Vol. 1, Production, p. 141, 1930; 1929 to 1932 from 
Commonwealth Bureau of Census and Statistics, Official Yearbook of the Commonwealth 


Of Australia, p. 619, 1934. 


1/ 


Includes for 1929 to 1932 "heifers intended for milking and being within 
three months of calving.!! 


The 


Applies, except as otherwise noted, to the period from 1909 to 1928. Applicable 
date for other years is not know. 

3/ Numbers of dairy cows shown for the respective years 1914 to 1928 are as of 

June 30 of the year following those indicated. 

Numbers of dairy. cows are as of March 31 of the years following those indicated. 

Numbers of dairy cows shown for the respective years 1916 to 1923 are as of 

June 30 of the years following those indicated. 

Number of dairy cows shown for the respective years 1909 to 1925 are as of 

March 31 of the years following those indicated. 
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dustralian population in that year.36/ It is to be noted from table 1 
that there was a marked increase in the number of dairy cows from 1927 to 
1932, although part of this increase is due to the inclusion, in 1922, 
of heifers intended for milking and being within three months of calving. 


The production of milk, butter, and cheese in Australia from 1909 
to 1932 is shown in table 2. Marked increases in production have taken 
place in recent years in the production, of milk and butter, and, to a 
lesser extent, of cheese. The production of milk increased from 745,493,000 
gallons in 1926 to 1,080,740,000 gallons in 1932,-an increase of 45 percent. t 
The production of butter has shom a greater increase, from 252,512,000 
pounds in 1926 to 419,675,000 in 1932, or 66 percent, while the production 
of cheese has increased from 26,680,000 pounds to 36,933,000, or 38 percent. t 
These changes in production are significant in view of the measures adopted 
in Australia since the beginning of 1926 to increase the income of dairy 
producers. 


The per capita rates of consumption of butter and cheese in Australia 
from 1926-27 to 1932-33 are given in table 3. The per capita consumption of 
these products has been fairly constant during this period, and, in the case 
of butter, has been considerably higher than in the United States. The con- 
sumption of 29.3 pounds of butter in 1932-33 compares with a per capita 
consumption of butter in the United States in 1934 of 18.0 pounds. The 
per capita consumption of cheese, on the other hand, is lower than that 
in the United States - 3.8 pounds (in 1932-33) against 4.8 pounds (in 1934). 


Table 4 shows the exports of butter from Australia from 1914-15 to 
1933-34, by countries of destination. There has been a marked expansion in 
the Australian butter export trade since 1914-15. Exports in that year 
amounted to 54,022,000 pounds, but declined to 16,722,000 pounds in the 
following year as a result of unfavorable weather conditions.37/ While 
total exports reached the high figures of 127,347,000 pounds in 1921-22 and 
of 145,281,000 pounds in 1924-25, the Australian industry did not enter 
upon its present phase of expansion until 1926-27, coincident with the 
introduction of the "Paterson Plan" in January 1926. Total exports amounted 
to 76,516,000 pounds in 1926-27. By 1930-31 these had reached 163,181,000 
pounds, and by 1934-35, 262,519,000 pounds. ‘The United Kingdom is by far 
the most important importer of Australian butter, taking almost 94 percent 
of Australia's exports in 1934—35. 


Exports of cheese from Australia are small in comparison with the 
volume of vutter exports, and are shipped primarily to the United Kingdom. 
Exports in 1929-30 amounted to 3,094,092 pounds; in 1930-31, 8,595,019 
pounds; in 1931-32, 7,267,727 pounds; in 1932-33, 11,799,265 pounds; and 
in 1933-24, 9,314,529 pounds. 38/ 


36/ The population of Australia in 1932 was 6,578,625. The number of dairy 
cows per 1000 of population in 1935 in the United States was 205. 

37/ Prior to 1914~15 exports of butter reached'a record total of 101,722,000 
pounds in the calendar year 1911. 

38/ Official Yearbook, op. cit., p. 612, 1934. 
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Table 2.- Production of milk, butter, and cheese 
TH AUstralia, 1909 to. 1932 17... 


Year 2/ : Milk production ‘ Butter production Cheese production 
; 1,000 gallons : 1,000 pounds 1,000 pounds 
1909 481,092 154,322 15 , 603 
1910 572,997 192, 626 16,283 
1911 594,572 212,046 15,887 
1912 555,419 187,678 to, eld 
1925 583, 696 198,746 19, 743 
aaa 571,077 193 , 963 21,2ue 
1915 U3, 688 137, 665 15,829 
1916 5U9, 994 182, 462 25,410 
1917 607 , 222 200, 489 27 31 
1918 558,190 181,786 23,790 
1919 529, U58 165, 641 26,195 
1920 623,170 208,072 24,160 
1921 pers 267 052 32,059 
1922 685, 203 23,978 eu tee aii 
192% 673 ,020 226, 649 25,381 
1924 836,150 cans 31, 443 
1925 785,484 273 , 923 28, S00 
1926 745 , 493 252,512 26, 680 
et (79; 166 280,022 Vea 
1928 S14,936 289,874 30,218 
1929 S28 ,521 299,081 AO Se 
1930 930,778 350, 405 33 ,099 
1931 PP 055 326 390, 654 31,423 
1932 7) 1080, flo 419,475 36,933 


‘ 
pa 


Data for 1909 to 1928 from Report of Federal fairy Investigation 

Committee, The Dairying Industry of Australia, Vol. 1, Production, 

pp. 141-143; 1929 to 1932, from Vommonwealth Bureau of Census and 
Statistics, Official Yearbook of the Commonwealth of Australia, pp. 611-12, 


1934. 


1/ Excluding the Northern Territory, for the whole period, and including 
the Federal Capital Territory from 1929 to 193e. 

2/ Data for 1929 to 1932 are for fiscal years beginning July 1 of the year 
indicated. Prior to 19c9 data are additions of tabulations of production 
for calendar years in some States and periods and for fiscal years in 
others. 
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Table 4. Per capita consumption of butter and cheese in 
Australia, 1926-27 to 1932-33 


Period : Butter : Cheese 
a a a ee 
1926-27 : 29,9 : oe 
1927-28 i 30.1 | 4.3 
1928-29 : 29.6 | 525 
1929-30 3 29.8 | 1.3 
1930~31 : 28.9 : 3.8 
1931-32 : 29.0 | Bs 
1932-33 : 29.3 Ae: 


1 
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Compiled from Commonwealth Bureau of Census and Statistics, 
Official Yearbook of the Commonwealth of Australia. 
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Table 4. Exports of butter from Australia, by countries 
of destination, 1914-15 to 1934-85 
Year pera, 5 Countries of destination pre 
beginning + United United Java, Other Total 
Jul : Kingdom | States | Mt countries | exports 
eC One COO ol Ob). Sy yl, O00 ; 1,000 

pounds ! pounds : pounds ; pounds pounds 
1914=15 AON le 328 1,709 4,074 54,022 
1915-16 13,555 * ee 1,196 ios yah Lé6p72e 
1916-17 70,692 : 2/ 2,316 sale 74,879 
1917-18 65,299 +: 1,030 a 000 ey Brae Vetere 
1918-19 Be 202 | “ 4 2549 ah 4,569 Ayer 
1919-20 27,345 } a) AGO. 1% 2,060 39,006 
1920-21 : 86,243 | 2/ PrOBG1a 7 3,218 92,421 
Mogl—220 5 ieeoe “mie oe? 5 2c6u tt 6,322 127,347 
199003" <* 69,443* 86 5 148% #1 4,298 728,975 
1923-24 +: 54,508 29 4,947 5,957 65,441 
1iaes ~ 19131878 3/ 5,728 8,175 145,281 
1925-26 ‘ 82,488 557 5,605 9, 250 97,900 
1926-27 63,261 : 3/ 5, 734 70521 76,516 
1927-28 82,925 56 6, 624 9,560 99,165 
1928-29 87, 858 ul 6, 329 8,255 102,443 
1929-30 ' 92,226 4 7 Oo 8,418 107, 663 
1930-31 + 146,409 3/ 6,391 10, 381 163,181 
19 siaso ) ose soo 5 8,093 8,173 201, 639 
1932-33 +: 209,907 vi 8,133 8,282 226,329 
1933-34 : 226,930 p 8,213 9,155 244,300 
1934-35 : 245,668 19 7 , 208 9,624 262,519 


Commonwealth Bureau of Census and Statistics, Australian Statistics of 
Oversea Imports and Exports and Customs and Excise Revenue. 

1/ Figures since 1920-21. are for the Netherlands East Indies. 
2/ If any, included with "other countries". 


3/ Less than 500 pounds; included with "Nother countries". 
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The Dairy Produce Export Control Act of 1924 


The first measure of importance relating to the dairy industry to be 
enacted by the Australian Parliament after the war was the Dairy Produce 
Export Control Act of 1924.39/ - the- increase in exports of butter after the 
war made it increasingly evident that a greater degree of control over such 
exports was essential in order to ensure fair returns from exported butter 
and the efficient marketing thereof. The fact that Australian butter was 
selling in the London market at lower prices than Danish or New Zealand 
butter led Australinn producers to demand the creation of machinery for the 
compulsory control of all exports. Since Australia was then definitely on. 
an export basis with reference to butter, the returns to producers from 
butter sold in the home market were determined by prices obtained in the 
export markets. Therefore, fluctuations in returns on exported butter had 
a marked effect on the total income from all butter. 


Purthermore, conditions relating to the marketing of foreign butter 
in the London market rendered desirnble the sale of Australian butter in 
this market by a central body. First, the butter export industries of 
certain other countries operating in the British markets were well organized 
and in some instances receiving government aid. On the other hand, Austra- 
lian butter wes shipped through different agents, with the result that 
Austrnlian products often glutted the markets while at other times there was 
" shortage of supplies. Second, while the number of sellers in the British 
markets was large, the number of buyers was limited, with the possibility of 
exploitation of the unorganized sellers. Third, Australian butter was not 
distinguished by any brand name, so that the creation of consumer preference 
was made difficult. Fourth, since the Australian butter industry was not 
organized in the British markets no concerted attempts were made to promote 
its products. 


The Dairy Produce Export Control Act provided for the organization of 
®& board to be composed of thirteen members, of whom nine were to be represcnta- 
tives of producers and two were to represent the proprietary factories. The 
exporters and the government were each to be represented by one member. The - 
board was given power to license exporters and to arrange for the shipment of 
dairy products abrond under such conditions and in such Quantities as it 
deemed desirable. Operation of the Act was conditioned upon a favorable 
vote of the producers. 


The Dairy Produce Control Board began operations on May 6, 1925. One 
of its first acts was to establish an agency in London for the purpose of 
coordinating the distribution of dairy products in that market, supervising 
their sale, end promoting their consumption through advertising, and other 
forms of trade promotion. 


oye Except as otherwise noted, the information contnined in this section is 
based on Commonwealth of Austrnlin Department of Commerce, The Orderly 


Marketing of Australia's surplus Products Through Export Control Boards. 
(1932) (Mimeographed) 
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Licenses to export were granted ohly on conditions specified by the 


Board, namely; "The licensee shall advise the Borrd of the quantities, 


qualities, etc., shipped, and of the conditions of shipment, fe well rs. ti 
the case of butter or cheese sold on export, of the net price and conditions 
of selling, and, in the case of shipment on consignment, of the gross price 
effected (it the produce has been sold in the United Kingdom, this notifica- 
tion has to be made also by the licensee's agent, or distributor, to the 
London Agency of the Board). The licensee shall sell all butter and cheese 
through such agents as the Board shall determine, ship and insure through 
such companies as it indicates, and, after 14 days notice, withhold from ship- 
ment and comply with any other condition or restriction that the Board may 
prescribe. In the case of export to Canada, or the United States, the li- 
censee shall ship to such firms and by such steamers as the Board determines, 
permit the Board, in its discretion, to fix the terms and conditions upon 
which the produce shall be sold, and apply to it for the steamer-space re- 
quired for these .shipments."'40 


As a result of the efforts of the Board and its London agency, fluctu- 
ations in prices of Australian dairy products have been reduced and average 
prices have been increased in relation to prices of New Zealand and Danish 
butter. The Board also secured a reduction in freight and insurance rates. 
One of the innovations of its program has been the introduction of a national | 
brand name which maintains the identity of the choicest grade Australian 
butter. 


With reference to the method of establishing prices adopted by the 
Board the following quotation is of significance: 


"Once a week, each member of the Australian Importers! Association 
sends in to the icone Board his week's sales and stocks un- 
sold in their various grades. These various returns are then all 
totalled up, and the average price is intimated, and the totals 
of sold and unsold butter during the week are disclosed. On 
these statistical reports a discussion takes place as to the mar- 
ket prospects. The Bonrd furnishes traders with a weekly cable 
report from Australia regarding production, and in return the 
traders furnish the Board with a report regarding distribution 
and consumption. By this method, the Board maintains cooperation 
and harmony. It is able to fix a fair market price and as the 
Board's agents are each given discretionary powers in selling, it 
is able to dispose of its stocks quickly." 41 ; 


The price established at these consultations between the importers 
and the agency of the board is not, however, a fixed price but is only a 
"lead" to the market with respect to the price for Australian butter. The 
quotation "is regarded as so far authoritative that bargaining between buyers 
and sellers starts from it." 42/ 


TO a eS Ca ———— S$ $s 


40/ International Institute of Agriculture, Government Measures Affecting 
Agricultural Prices, 1(4);: 199, October-December 1935. 

41/ Quoted in Commonwealth of Australia, Second Annual Report of the Dairy 
Produce Control Board, p. 5, 1927. 

42/ Whitlam, A. G., "Marketing Organization", Annals of the American Academy 
of Political and Social Science., p. 116, November 1931. 
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It is interesting to note that the enactment of the Control Board — 
legislation with respect to dairy products was not entirely without opposi- 
tion. Producers in Queensland desired that a greater degree of‘ control be 
vested in the Board, while in other states opposition came mainly from ex- 
porters who considered the proposed legislation as an undue interference 
with their operations. On the balloting, however, a substantial majority 
of producers voted in favor of the Act, although a large number refrained 
from voting. 43/ | . . 


The Dairy Produce Control Board is to be reconstituted as the Austra- 
lian Dairy Produce Board in April. 1937, according to the terms of the Dairy 
Produce Export Control Act, 1934-35. Some changes are made in the size of 
the Board, which is to have the same powers as the old Board, while the ex- 
porters! representative is eliminated. 


A further measure of assistance to the farmers of Australia, and one’ 
related to the Control Board legislation, was extended by the Australian 
Government through the enactment in 1925 of the Rural Credits Act. The pur- 
pose of this was to finance the marketing of agricultural commodities by the 
producers through the whole period of distribution through the extension of 
credit by the Commonwealth ‘Bank. 44 : 


Ly 
The Paterson Plan 


While the activities of the Dairy Produce Control Board resulted in 
an increase in returns to producers, this incrense was necessarily small 
since the program of the Board contemplated the maintenance of normal com- 
petitive relationships between domestic and foreign prices for butter. Au- 
stralian producers still continued to receive a world price for their butter 
less the cost of placing butter in world markets, although this price 
was higher in comparison with prices of other foreign butters than it had 
been prior to the organization of the Board._49 At the same time, Austra- 
lian producers were constrained to purchase in the highly protected Austra- 
lian markets nt prices which were either independent of world levels or were 
sufficiently higher than world levels to cover the protective duty and the 
cost of placing the protected goods in Australian markets. Asa consequence, 
agricultural leaders and producers in Australia came to hold the view that 
Australian agricultural commodities sold in the home market should receive a 
measure of benefit from the tariff in the same manner as industrial goods. 
Theretofore the tariffs on dairy products had been rendered ineffective 


43/ Yearbook of Agricultural Cooperation in the British Empire, pe 74, 1927, 
44/ Ibid., pp. 75-76. | | | 

45/ The prices of butter and cheese ruling in world markets were not low, how- 
ever, if compared with prices prevailing in more recent yearse The average 
price for Australian butter during 1925, the year preceding the adoption of 
the Paterson Plan, was 38.49 cents per pound in the London market. In 1934 
the corresponding price was 15.83 cents. (See table 5.) 
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through the existence of exportable surpluses. Writing in December 1927, 
after the Paterson Plan had been in operation for two years, its author 
said as follows: 


"It is now generally accepted that in a country where 
moved from the field of intense oversees competition by 
means of the Arbitration Court and the Customs Tariff respec- 
tively, that the dairyman is entitled to a fair Australian 
price, based on Australian living standards for that part of 
his output which is consumed by Australians, and that he 
should not be too rigidly governed by conditions ruling at 
the other end of the world." 46/ 


further, since protection in the manufactured goods industries 
raised the prices of commodities farmers buy and also the scale of wages, 
it also increased the cost of production of butter and other agricultural 
commodities. 47] Therefore, it was considered equitable thet some means 
be devised to offset this increased cost of production due to the 
Australian commercial policy. 


Many schemes had been suggested to accomplish the end sought, but 
the one finally adopted was that proposed by Mr. Thomas Paterson, who 
later became the Minister for Markets and Migration in the Australian 
Government. This scheme was voluntary in chnracter and provided for the 
assessment of a fee upon all butter sold by butter factories, the pro- 
ceeds to be used for the payment of a bounty on exported butter. Since 
less than one-half of Australia's output of butter was exported at the 
time the plan was adopted, it is evident that a given assessment on all 
butter produced would make possible the payment of a bounty of at least 
twice the amount of the assessment. The benefit to producers would con- 
sist of on increase in prices of butter in the Australian markets, in 
relation to export prices, of an amount about equal to the bounty. The 
increase in totel returns would equal the increased revenue from all 
sales less the total bounty payments on foreign sales. The plan, involv- 
ing the two-price system and the equalization-fee principle, was similar 
to the McNary-Haugen plan proposed in the United States, except for 
differences in the method of collecting the levy. 


The plan, which came into operation on January 1, 1926, was 
placed under the administration of a body known as the Australian Stabil- 
ization Committee, which consisted of elected representatives of 
producers and other interests connected with the dairy industry.48/ A 
notable feature of the scheme was the absence of government control, or 
of any legislative sanction. The operation of the scheme was made 
possible through the fact that the butter industry in Australia is large- 
ly controlled by producers! cooperatives, a circumstance emphasized above. 


46/ Paterson, T., "The Marketing of Primary Products", The Economic 
Record, Supplement, p. 132, February 19285 

47/ Whitlam, A. G., "Marketing Organization", On. Clitwepd Vid, 

48/ Ibid. | . 


. & 


Ve 


4 


SH) ~y 


The proprietary creameries cooperated in the plan; The payment of the 
levy was voluntory, a fenture, however, which ultimntely contributed to 
its abandonment. 


While the Paterson Plan was essentially a private price-control 
scheme, its operation depended upon the tacit approval of the Australian 
Government, insofar as the scheme was in conflict with the anti-monopoly 
laws of the country. These laws prohibit combinations in restraint of 
trade or the monopolization of the commerce with foreign countries.49/ 
The government not only failed to prosecute the operators of the scheme, 
but aided in the attainment of its objective through providing for an ~ 
increase in the import duty on butter, as will be seen below. 


The levy on butter was originally fixed at 1-1/2 pence per pound 
(approximately 3 cents at par of exchange) and this rate was maintained 
until December 1928.50/ The rate of bounty, on the other hand, was ori- 
ginally fixed at 3 pence per pound (6 cents) which was the rate of the 
tariff on butter. Since the exportable surplus during 1926 was consider- 
ably less then half of the total production, the proceeds from the levy 
exceeded the bounty payments so that 7/16 of a penny of the levy was re- 
funded at the erid of the year.51/ 


As a result of the operation of the scheme domestic prices increased 
3 pence per pound relative to London "parity", that is, relative to prices 
realized for butter exported to London.52/ With a tariff of only 3 pence 
per pound in effect, it became profitable for New Zealand to ship butter 
to Australia. For a while the scheme was in danger of breaking dom, asa 
result of this threat from New Zealand. To safeguard the scheme the duty 
on New Zealand butter was increased to 6 pence per pound in 1927.53/ Ora 
1934 this duty on New Zealand butter was still in effect while the duty on 
foreign butter was 7 pence per pound. | 


With the higher duty on imported butter it became possible to 
increase the bounty above the level originally contemplated. This was done 
on December 12, 1927, when the bounty was increased to 4 pence per pound, 
only to be restored, however, to 3 pence on January 1, 1928. It was raised 
again to 4 pence on September 1, 1928, -and to ga 42 pence on January 1, 1929, 
To meet the greater outlay necessitated by the latter rate of payment, the 
levy had to be increased to 1-3/4 pence per pound, and thig rate of levy was 
maintained until the scheme was abandoned early in 1934.54) 


As has been indicated, the production of butter had begun to increase 
with the inauguration of the Paterson Plan. The apparent stimulation from 


49 / 7rd Congress, lst Session, Senate Document No. 70, World Trade 
Borriers in Relation to Americon Agriculture, 1933, p. 302. 

50/ Official Yearbook, op. cit», pe 678, 1932. . 

51/ Paterson, T., "The Marketing of Primary Products", op. cit., p. 132. 

52/ "The bounty results in an automatic increase in the local price up 


to the amount of the bounty ...'" Official Yearbook, op, cite, pe 678, 1932. 
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higher prices and favorable weather conditions brought. about a series of 
increases in:the.annual output of butter. With a practically constant per 
capita consumption and only a slight growth in population, the increase 

in production was reflected largely in increased supplies available for 
export. In the 1930-31 season, exports reached 163,181,COO pounds as com- 
pared with the previous record total of 145,281,000 pounds in 1924-25, 
This led to.a series of decreases in the bounty during the first four 
months of 1931, so that by April 12, 1931, the rate of payment was only 
peli/o pence, though this was raised again to 3 pence on April 2, 1932, 05/ 
Exports continued to increase, however, and in 1934-35. amounted to 262,519,000 
pounds. é 


Australian producers received a further measure of relief when Au- 
stralia suspended gold payments in December 1929.. The price of butter in 
terms of the Australian currency increased relative to prices in terms of 
the gold standard currencies. From October 9, 1930 to January 5, 1931, 
the exchange rate was "pegged" at 8-1/2 percent discount relative to the 
sterling (United Kingdom) rate. Thereafter it was permitted to depre- 
ciate further until the discount reached 30 percent.56/ With the suspension 
of the gold standard by the United Kingdom in September 1941, the discount 
was reduced and in recent months it has been maintained at about 20 percent. 


While the Paterson Plan resulted in an increase in returns to pro- 
ducers from domestic sales to about the extent of the bounty, several factors 
finally led producers to seek a substitute scheme. Vhief among these factors 
was the failure of certain factories -to pay the levy. Another factor was 
the increase in production of farm butter which was exempt from the levy.0? 


Also, producers desired to divorce the domestic price level for dairy pro- 
ducts from the vagaries of a world price. Because of the low level to which 
world prices had declined in 1933, the maintenance of a domestic price com- 
mensurate with prices farmers paid for articles bought required a consider- 
ably larger bounty and levy than was contemplated in the plan. The marked 
increase in exports which occurred during the life of the plan was a contrib- 
utory factor only insofar as it necessitated the assessment of a larger fee 
in order to pay a given bounty, which, under the voluntary terms of the plan, 
was a difficult task. The increase in production and exports was not viewed 
by Australian producers as an unfavorable development in itself end the 
scheme which superseded the Paterson Plan did not in any way attempt to cur- 
tail the output of butter. It is important to note that, far from attempt- 
ing to restrict production, the Australian Government encourages the increased 
output of dairy products, 58/ both as a means of settling the country and 

of acquiring the necessary foreign exchange to meet its overseas obligations, 


55/ Ibid, 

56/ Official Yearbook, op. cit., pp. 842-843, 1932, 

al U. S. Department of Agriculture, Bureau of Agricultural Economics, World 
Dairy Prospects, D-99, p. 4, June 21, 1934. 

58 / In its report in 1930 the Federal Dairy Investigation Committee said as 
follows (at page 129): "That there is room for great increase in pro- 
duction from the capital already invested in the industry, cennot be gain- 
said; that there are means at hand by which this can be done is abundantly 
clear, and the Committee has no doubt that the dairy farmers of Australia 
will welcome efforts to assist them in more intensive production." 
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Australia being a debtor nation.’ In this respect the situation in the 
United States is markedly different both with regard to the need for 
further settlement and to the position with respect to the international 
balance of indebtedness, the United States being, of course, predominant~ 
ly a creditor nation. 


A further point of distinction respecting the practicability of 
a scheme designed to stimulate exports by the payment of a bounty in the 
United States and Australia is the fact that countervailing legislation 
existing in the United Kingdom, which is the principal market for the 
exports of the surplus-butter-producing countries, could be invoked 
against exports from the United States, or from any other foreign country, 
if subsidized directly or indirectly by the government, whereas it could 
not be invoked against exports from fustralia, or from any of the other 
British Dominions or colonies, regardless of the method of subsidization 
or of the source of bounty payments.59/ 


Vv 
Commonwealth Equilization Plan 


The Paterson Plan was superseded in May 1934 by a compulsory plan 
based on legislative enactments of the Australian Government and of the 
governments of New South Wales, Victoria, Queensland, and Tasmania. 60/ 

The Commonwealth legislation, entitled The Dairy Produce Act of 1944, pro- 
vided for the regulation of all dairy products moving in interstate trade 
through a licensing system, and for the fixing of export quotas. At the 
same time, the respective State laws provided for the regulation of trade 
within the States and for the fixing of State quotas with respect to the 
proportion of the total quantity of butter and cheese produced within each 
respective State that may be sold for local consumption. Through provision 
for the control of the movement of butter and cheese from one State to an- 
other, the Commonwealth Act makes possible the protection of State allot-— 
ments from competition of other States. The State legislation is adminis- 
tered by State boards while the Commonwealth Act is officially administered 
by the Commerce Minister. 


The Commonwealth Act also provided for a poll of producers to be 
held within six months from the date the Act came into operation (May 2, 
1934) to decide whether the Act should continue in force.61/ This poll 
was held on October 11, 1934, at which 50,747 producers voted in favor 


59 / Because of the payment of a bounty on exported Australian butter, in- 
volved in the operation of the Paterson Plan, the United States Treasury 
Department imposed on September 5, 1928, a countervailing duty of 3 pence 
per pound (6 cents at par of exchange) on Australian butter in addition to 
the 14-cent statutory tariff. This was increased to a~Tte pence on De- 
cember 5, 1928. See Treasury Decisions 42937 and 44067, Treasury Decisions 
Volume 54, 1928. 

60/ Official Yearbook, op. cit., pp. 608-9, 1934. The plan with respect to 
cheese did not come into operation until July 1934. 

61/ Section 3, Dairy Produce Act of 1933. 
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of continuance of the Act, while only 1,416 voted against continuance..§2/ 


Supplementary to the Commonwealth ond State legislation, and de- 
signed to secure higher returns made possible by this legislation, was 
the orgenization by Australian dairy producers of a public company known 
as The Commonwealth Dairy Products Equalization Committee. The functions 
of this Committee are: "(1) To secure to dairy companies equal terms for 
all dairy-produce sold locally or overseas. (2) To fix a basic price at 
which all butter sold 'intra-State, inter-State, or overseas! shall. be 
taken into account for the purpose of bringing about equality of returns. 
(3) To fix or prescribe the respective amounts to be charged for the 
handling and transport of dairy~produce, including the percentage allow- f 
ance or discounts to be made to the purchaser."63/ 


a) 


The Committee has concluded agreements with manufacturers under 
which the manufacturers agree to observe the minimum prices fixed by the 
Committee for butter and cheese sold on the local market.64/ The agree- 
ment also provides for equal rates of return for the same quality butter 
and cheese through the equalization by the Committee of returns from all 
sales. Manufacturers realizing a higher average return on their twtter, 
or cheese, then the average return realized for the output of the entire 
country are required to pay into the Commonwealth Fqualization Fund the 
excess returns, while manufacturers realizing a lower average return re- 
ceive a payment from the Fund. 65/ As will be seen below, the pre-deter-— 
mined quotas do not enter into the determinations of equalization payments. 


Computations for purposes of equalization, however, sare based, not 
on actual realizations in the export markets but on average prices pre- 
vailing in these markets for the choicest grade butter and on the quanti- 
ties exported. In this manner, losses due to inferior quality butter are 
borne by the manufacturer or exporter of that butter. Similarly, realiza- 
tions from sales in the domestic market are based on the all-Australian 
price fixed by the Committee for choicest grade butter. The price first 
fixed by the Committee in May 1934 was 140 shillings per 112 pounds (25.4 
cents per pound at the then current rate of exchange), a price which has 
been maintained at least through April 1935.65/ ‘The average price at 
London for Australian butter during May 1934 was 16.81 cents. 


The principle of a uniform Australian price is based upon the fact 

that, under unrestricted trade conditions, the prices in the verious States 

62/ Official Yearbook, op. cit., p. 609, 1934. 
The Primary Producer, (Sidney, Australia) of April 24, 1936, reported ‘ 
that Tasmania withdrew from the equalization scheme as a result of an 
unfavorable vote by Tasmanian producers on the question of continuance. 
Of 3,237 producers voting, 1988 favored withdrawal. Because of the t 
‘small size of the industry in that State, no particular importance was 
attached to that action. 

63/ New Zealand Dairy Industry Commission, Report, p. 148, 1934. 

64/ Official Yearbook, op. cit., p. 609, 1934. 

65 / The Primary Producers' News, (Sidney, Australia) Pe Koy cunen7UtL945. 

66/ The Primary Producers! News, p. 26, June 7, 1935. 
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are approximately similar since such prices are determined by prices pre- 
vailing in the London market less transportation costs, which are approxi- 
mately the same from all large producing areas in Australia. Further, a 
uniform price tends to eliminate interstate price competition in the matter 
of domestic sales. The scheme applies to farm butter as well as to factory 
butter.67/ 


The Commonwealth Equalization Committee is also given the power, 
in the agreement with the manufacturers, to levy assessments "for (i) 
administrative purposes, (ii) the establishment of a reserve fund, and 
(iii) the establishment of a Commonwealth fund for equalization purposes. 
For the first two objects, the levy cannot exceed in either case 2 pence 
per hundredweight of butter and 1 penny per hundredweight of cheese. "68 / 


During the first twelve months of the operation of the scheme returns 
to producers from sales of butter increased by 4,039,523 Australian pounds 
($15,905,000 at the average April 1936 rate of exchange), or 27 percent, 
relative to probable returns under free competitive conditions.69/ Some 
deductions, however, must, be made for the cost of operating the scheme. In- 
creased returns from cheese have also accrued to producers through the appli- 
cation of the plan to this commodity, which did not benefit by the Paterson 
Plan. 


The Commonwealth and State legislation and the industry-organized 
Equalization Committee should be considered as integral parts of a unified 
plan designed to increase returns to producers from sales on the domestic 
market through price fixing, and to equalize among all producers the losses 
arising from sales in the less remunerative overseas markets. The particu- 
lar form which this plan has taken is due entirely to constitutional limi- 
tations with respect to the powers of the Commonwealth and State governments. 
The former may not regulate trade within the States, while the latter are 
prohibited from interfering with the export or interstate trade. 


While, under the terms of the Commonwealth and State legislation, 
provision is made for the establishment of quotas, no provisions are con- 
tained for the cooperation of the respective State bodies with each other 
or with the Commonwealth Government in the determination of these quotas. 
The legislation in itself, therefore, might have proven an ineffectual means 
of relief if there were no means to coordinate the operation of these acts. 
This coordination is provided by the Equalization Committee, which works 
closely with the State boards and the Commonwealth Government. In fact, 
the State brench committees of the Commonwealth Committee are constituted 
of State board members. 70/ Quotas are determined by the various agencies 
in consultation with each other, while the Commonwealth export quotas are 
complementary to the State local quotas./l1/ It would appear, however, that 
these quotas are fixed for purposes of enforcement only, since the scheme 


_ a 


69/ The Primary Producers! News, p. 26, June 7, 1935. 
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minimum domestic prices are fixed,:it would: be difficult to specify a 
quota that would just. "clear: the market" at the minimum price. Actual 
prices, do not appear to have exceeded minimum prices. 22/. It would appear . 
also that the quotas are enforced only in the case of a manufacturer who 
declines to come into the equalization scheme, but details on this point 
are not available. | 


' The operation of the equalization scheme has been seriously affect-— 
ed by a decision of the Privy Council of the House of Lords on July 1”, 
(1936, in what is known as the Dried Fruits Case, holding that tne Common- 
wealth Government has no right to interfere with the freedom of the commerce 
between the States.73/ That decision appears to indicate that the provisions 
of the Dairy Produce Act of 1933 relating to the regulations of the inter- 
state trade in dairy products will also be held invalid. Pending the en- 
actment of substitute legislation an attempt is being made to maintain the 
equalization. scheme through voluntary SReBRE EUAN DST 
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